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QUALITY OFFICE MARKET
Taipei quality office market
includes Grade A and Grade B
office markets.

GRADE A

Modern facility with high quality
finishes; flexible layout; large
floor plates; spacious lobbies
and circulation areas; effective
central air-conditioning; good
lift services zoned for passengers
and goods deliveries; good
management and parking
facilities are normally available.

NEW SUPPLY

The number and/or ping of
buildings completed (including
redevelopment) in a period.

TAKE-UP

The net absorption of office
space let or pre-let to tenants
during the survey period.

VACANCY RATE
The amount of vacant space
divided by the total stock.

RENT

Rents are presented in NTD on
a gross basis, unless otherwise
specified.

CAPITAL VALUE

Capital values are presented in
NTD on a gross basis, unless
otherwise specified.
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Quick Stats

Change from last

Current Yr. Qtr.
Vacancy 10.2% f t

Avg.Rent NT$2,044pp 1 1

Take-up*  -12,380ping M. I

* The arrows are trend indicators over the speci-
fied time period and do not represent a positive
or negative value. (e.g., absorption could be
negative, but still represent a positive trend over
a specified period.)
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During the first quarter, the Central Bank
lowered its policy rates twice and decided
to halt rate cuts in the board meeting held
in late March. Considering that deposit
and lending rates in Taiwan have reached
historical lows, the Bank left the discount
rate, the rate on accommodations with
collateral and the rate on accommodations
without collateral unchanged at 1.25%,
1.625% and 3.5% respectively, after it
lowered interest rates by a total of 2.375%
in seven consecutive cuts since September
2008. In addition to the already low
levels, Taiwan’s economy starting to show
some improvement was another reason
prompting the Central Bank to maintain
current rates.

According to the Ministry of Finance,
Taiwan’s March exports amounted to
US$15.59 billion, recording the highest
volume over the past four months. While
the amount represents a y-o-y decrease
of 35.7%, the decline in exports has
narrowed from the average decrease
of 37.2% in January and February and
the plunge of 41.9% last December.
Consumer confidence improved in March,
after falling for ten consecutive months

CB RICHARD ELLIS

Taipei Office

First Quarter 2009

since May 2008. In general, consumers
were relatively optimistic towards the
performance of the local bourse but had
least confidence in the weak job market,
which saw the unemployment rate surge
to a new high of 5.81% in March. The
Taiwanese economy is forecast to achieve
a negative growth of 6.51% in the first
quarter by the Directorate-General of
Budget, Accounting and Statistics.

Taipei’s office leasing market deteriorated
in the first quarter as the economic
downturn continued. Net absorption
slumped to -12,380 ping while average
rentals fell by 1.4% g-0-qto NT$2,044 per
ping in the review period. It is expected that
the trend of large companies consolidating
scattered offices in different areas to
reduce operating costs will prevail in
2009. In the property investment market,
investors mainly stayed on the sidelines in
the first two months of 2009 and began
purchasing some commercial properties
this March. Going forward, large local life
insurers are likely to drive the investment
market throughout 2009 as several of
them have planned to expand their real
estate portfolios at home.
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OFFICE MARKET STATISTICS

New Total Stock Vacanc Grade A Grade B
Submarket Supply (ping) Rate (o/))' Office Rent Office Rent
= (ping) ping °) (NT$/ping/mth) (NT$/ping/mth)
'E, Taipei Main Station — 69,370 6.0% 2,200 1,628
(o)
= Zhongshan North Rd. — 32,930 10.8% — 1,827
(2]
® Nanjing-Songjiang Area — 239,420 6.9% 2,026 1,693
Minsheng-Dunhua Area — 251,050 5.8% 2,327 1,753
Dunhua-Renai Area — 169,280 8.1% 2,437 1,770
Xinyi-Jilong Area 17,940 252,630 19.7% 2,744 1,588
Note: 1 ping = 3.31 sq. m. = 35.58 sq. ft.
QUALITY OFFICE New supply mm

Toke-up mem

SUPPLY, TAKE-UP & VACANCY  vacaney

The Walsin Xinyi Building came on stream during

’éiwo ............................................. 20 the first quarter. The building, located in the Xinyi-
B g0 e B '8 Jilong Area, released a total of 17,940 ping of
8 16 office space to the market. The newly launched
260 LNl N 14 < office building, accompanied by the sharp drop
S 12 90_; in take-up levels, pushed up the average vacancy
o N o e S 105 rate to 10.2%, a level previously seen at the end
e U N R 8 > of 2006, in the review period. The net absorption
g 6 § ended the first quarter with a negative figure of
g o 4 9 12,380 ping, the worst performance in Taipei’s
& 2 market ever. Among factors, Grade A office
8 -20 e e Y e e e e e e e O occupiers relocating to decentralized areas or
= O G Grade B buildings mainly resulted in the slump in
0O 00 0000 O0C 0 00O 0 O

net absorption, indicating cost-cutting measures
adopted by large tenants under the current poor
economic conditions.

In the first quarter of 2009, the Taipei market saw
some large tenants move to the office premises
in non-CBD areas, including Taiwan High Speed
Rail Corp. occupying 3,900 ping in the Nangang
Software Park Phase Il and ATICO Taiwan renting
office space of 800 ping in the Shin Kong Rui
Hu Technology Building. Against a backdrop of
the contracting economy, institutional occupiers
previously favoring Grade A space have become
cautious towards office budgets. Tenants have
been observed to review their current real estate
strategies and have a tendency to restructure
leases ahead of their original schedule in order
to obtain favorable rents.
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RENTAL TRENDS
IN PRIME AREAS MDA — DRA — XA —

TMS — ZNR NSA —

NT$/ping/month

VACANCY TRENDS
IN PRIME AREAS MbA — BRA— NoA—
AO% - v oo e
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Since the outbreak of the global financial tsunami,
Taipei’s office market has been more resilient
than other office leasing markets overseas.
Nevertheless, Taipei, as a relatively stable
market, began to see Grade B rentals decrease
slightly in the last quarter of 2008, followed by
the average Grade A rents dipping by 1.2%
g-o-q in the first quarter of 2009. Experiencing
the first decline since mid-2006, Grade A rents
trended downward to NT$2,487 per ping during
the quarter. Meanwhile, Grade B rental rates
continued to fall, decreasing roughly 1.2% g-o-q
to NT$1,730 per ping. Going forward, how
landlords react to filling vacant space is essential
for observing future rental movements.

In the first quarter, vacancy rates for Grade A
buildings reached a new high of 12.9% over
the past two years, resulting from the release
of the 27-storey Walsin Xinyi Building and the
deteriorating take-up levels. On the other hand,
Grade B vacancy grew by a small percentage of
0.3% g-o0-q, ending the quarter at 8.2%. Among
submarkets, the XJA saw the launch of the Walsin
building while also suffered a dramatic drop in net
absorption; Grade A vacancy here therefore rose
11.5% g-0-q to 22.4%. The adverse impact of the
Walsin building on vacancy levels, however, is
expected to lessen once the tenants move into the
pre-committed seven floors. During the quarter,
Grade B buildings in XJA and NSA were the only
exception that enjoyed reduced vacant space, with
vacancy rates decreasing by 54 bpsto 10.4% and
16 bps to 7.5%, respectively.

Unlike many of the Asian office markets that had
experienced significant appreciation in rentals
over the past three to four years, Taipei’s office
market only witnessed a mild rental growth of
8.2% during the past upward cycle following the
market downturn in the early 2000s. The Taipei
market entered the present downturn in late
2008 and endured the correction of around 1.4%
thereafter. Although it remains uncertain whether
Taipei will see the bottom of its leasing market this
year, CBRE Research expects that Taipei rentals
will decline within a 5% range throughout the
rest of 2009 in consideration of the limited rental
appreciation recorded previously.
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